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One  of  the  commonly  cited  evidences  of  the  advanced  state  of 
present  day  economy  is  the  "fact  that  the  great  part  of  "business  trans- 
actions of  all  kinds  is  conducted  by  means  of  credit.   In  place  of  a 
direct  use  of  cash  or  trade  we  now  increasingly  e'fltploy  promises  to  pay 
to  accomplis]     same  ends.  The  use  of  credit  has  greatly  extended 
the  period  within  which  transactions  may  "be  consummated.  Farms  are 
"bought  with  the  term  of  payments  equal  to  the  span  of  a  generation, 
and  amortization  loans  are  made  with  a  term  of  years  equal  to  a  third 
of  a  century. 

Basically  the  transaction  has  regained  of  the  sane  nature  as 
eh  a  plow  or  a  farm  was  bought  for  cash.   The  credit  transaction, 
however,  depends  upon  the  successful  completion  of  a  process  yet  to 
be  performed  and  therefore  introduces  various  elements  of  chance  v.-. 
may  enter  to  interfere  with  carrying  out  the  agreement  as  planned. 

The  recognized  advantages  of  the  modern  credit  system  have 
sometimes  obscured  the  dangers  and  limitations  to  which  it  is  subject. 
Perhaps  "because  the  use  of  credit  appeared  first  in  urban  society 
and  only  later  in  agriculture,  organization  and  development  of  fai 
credit  has  been  slower  than  that  of  industry.  Probably  the  long 
period  of  an  agricultural  frontier, "  continuing  through  nostof  the 
country's  history,  retarded  "both  the  need  end  the  appearance  o-~ 
■nature  credit  structure  for  agriculture.   Inconsequence,     ac- 
quisition of  credit  experience  by  farmers  has  successively  I 
the  need  for  more  adequate  and  more  refined  facilitl  i,  and  has  like- 
vise  disclosed  the  need  for  observing  certain  cautions  and  safegur" 

Many  of  the  danger  points  in  farn  credit  usage  anpear  both  in 
its  short  and  long  term  aspects.   Short  term  difficult I 
more  apparent,  however,  because  of  the  frequent  o      bionof  1 
day  to  day  credit  dealings  with  their  many  obvious  abuses  of  good 
business  practice.   It  ray  be  observed,  for  bj     ,  that  .       pie 
arrange  for  and  use  more  credit  than  t]  '    I.  0+.        "  ' 


du-  •    of  credit  iaded  to  purchase   arti- 

I  of  c;  ti;:.s   in  excess  °f  t. 

•      f  puch  credit   is  so  connected  with  the 
pri  j  of   the  ~oods  that  the  purchaser  is  unaware  of  the 

it  paid  for  the  credit        rvice*     Tbi  Lty 

lb   confined  to   farmers  "but   it  is  common 
the  country  to  constitute  a  part   of  I  credit  prot" 

ii t  diffi  .-  found  only  in  the  Sout]  "h 

"ses  of   this  discussion  at^  -.ill   he  d  irectoi  to 

rea. 

One  of  the  most  pressing  a   in  farm  credit   is   more  discr: 

inatic  the  borrower*     This  is  particularly  striking  in  the  case 

Lit   in   the  South  whore  the   investigator  f inds  fre- 
quent  illustration  of  the  need  cf  a  more  careful  and  critical  attitude 
on  the  part  of  the  indiv  .en  making  his  credit  a r range- 

's.     For  example,    there  are  probably  relatively  fen  farmer  a  who  do 
not  know  tnat  time  credit  with  merchants   is  lly  several  tines 

as  expensive  as  cash  credit.      Yet  one  continually  finds   farmers  with 
i  hank  st  .0  are  accustomed  to  obtaining  substantial  parts 

of  their  credit  from  merchants  and  dealers. 

Not  unusual   is   the  Southern  farmer  who,   having  a  fair  amount  of 
property  and  who  ordinarily  uses  credit  does  not  make  any  use  of  the 
bank's  facilities  whatever,   keeps  his  cash  at  home  and  has  never  had 
any  relations  with  the  hank  nor  tried  to   establish  such  relations. 
Meanwh.  is  often  continues   to  use  merchant  credit  of  other  forms 

"e  expensive  than  bank  credit  ^ould  he.      It  is  obvious   that   so   far 
as   this  class  of  fariers   is  concerned  improvements  in  credit  facilities 
-.-ill  render  little  or  no  aid.      Meanwhile,    their  policy  cf  non-patronage 
may  prevent   the  appearance  of  a   hank  of  the   character  desired. 

Another  widespread  need  of  better   credit  usage   is   illustrated 
by  the  farmer  who  borrows  money  or  buys  goods  r>n  time  but  does  : 
undertake   to  learn  what   is  the  cost  ^f  the  credit   so  obtained.      This 
occurs   most  commonly  where  flat  rates  are  used.      This  practice  of 
flat  rates  is  especially  comnon  to  the  South.      In   nany  other  areas 
it   is  unknown.     But    in  the  S~uth  it   is  widely  used  by  both  merchants 
I   banks.     Under  this    ncthod  of  charge 1    if   the  rate  quoted  i s  6 

cent  or   S  per  cent  t.  may  not   ask  whether  it   is  6  or  8 

■   cer.t  per  annum  or  6  or  8  per  cent  r>f  the  principal,   and  i  nquiry 
v.Ti   that  he   ver  n  does  not  know  which  rate    is    to   bo  paid, 

flat  rate   is  charged  of  course   the  pi  r  annum  >-?st   is  I 
-   ti-nes  the  same   figure  on  a  per   annum  basis   if  the  t  cr  n  runs  only 
six  months  or   three  months.     T'.  1   institution  of  flat   ch 

•  sially  when  used  in  connection  with  the  purchase  of  goods, 
obscures  credit  costs.     The  charge  made  for  each  of  the  considerations 
rolved  in  thir.   type  of  transaction  cannot  be  readily  identified,   so  • 
t   intelligent  comparison  with  other  credit  ccsts  becomes  inpossiV 
re   is  a  great  need  to  educate  farmers  to  an  appreciation  of  these 
credit  differences. 


J 
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Severe  L  3redi1  .. 

I  ie  high  ra1         Lt  cost         L  in  the 

conxnly  locked  upon  '  Be  to  1 

the. unpaid  balances  on  many  of  I    -count/ 

also  be  viewed         t  loss  to  the  com. .unity  as      .  .  "    us 
studies  have  shown  that  a  coneiderab]    ft,  often  r 
one-fourth  to  one-half,  of  the  cost  of  credit  advances  by  merchants 
to  farmers,  or  by  farm  owners  to  thi  lr  tenants  represents  allowanco 
for  unpaid  credit.  Much  I    I  is  loss  is  due  to  unwise  advances  fc 
unprofitable  enterprise  which  results  in  the  annual  sinking  of  that 
mucn  capital.  No  area  Bhould  allow  itself  the  luxury  of  such  v  I  , 
but  the  generally  high  credit  cost  in  the  South  indicates  that 
probably  sore  of  this  expensive  practice  is  found  there  than  else- 
where. 

Losses  from  uncollected  advances  may  spring  from  carelessness, 
bad  planning,  neglect  by  the  borrower,  or  from  poor      -ement  by 
the  lender  whereby  poor  risks  or  unsound  ventures  are  finonced.  This 
present  heavy  loss  could  be  materially  reduced  by  a  greater  use  of 
cash  and  less  of  time  credit,  and  accunrulati      i  t  least  small 
reserves  by  the  farmer  in  good  years.  This  would  lead  t o   greater 
sense  of  individual  responsibility,   important  in  any  program  of 
credit  improvement  must  be  the  education  of  the  farmer  ii     ncial 
management.  This  work  .must  be  carried  on  not  only  by  research  and  • 
instructional  staffs,  but  also  by  extension  and  othi     \1  cultural 
"crs  with  the  aid  of  publications  at  their  command. 

Long  Term  Credit  Proble  is 

Events  of  the  past  decade  have  compelled  greater  attention  to 
the  long  term  aspects  of  the  farm  credit  problem  than  at  any  time  for 
a  generation.  Both  a  maturing  foreign  competition  in  agriculture, 
end  serious  price  changes  enforce  this  view.  A  generally  falling 
price  level  has  made  more  difficult  the  payment  of  obligations  than 
would  have  been  true  with  the  same  amount  of  farm  products  earl 
in  the  period.  Prices  of  crops  and  stock  have  fallen  approximate] 
one-half  since  1920  while  land  values  have  declined  f rom  170  to 
115  on  a  1912-lU  base  of  100.  On  long  term  indebtedness  or  on 
credit  carried  over  fro  1   one  year  to  the  next  this  shrinkage  of 
dollar  values  has  materially  increased  debt  burdens  while  the  slov 
turn-over  of  the  farm  assets  lias  made  the  problem  particularly 
difficult  for  the  farmer  to  solve. 

This  is  the  third  time  in  a  century  that  prices  having  r is 
to  extreme  heights  have  subsequently  declined  to  levels  approaching 

or  actually  lower  than  when  the  sharp  rise  began.   These  price  peaks 
have  sometimes  been  far  enough  apart  that  'at ions  have 

escaped  their  more  precipitate  changes.   For  the  lich 

have  experienced  their  rise  and  fall,  however,  the  severity  of 
their  action  through  expansion  of  dollar  obligations  folio- 
contraction  of  debt  paying  power  has  br  ode 

ruin  of  large  numbers.  The  events  since  1920  have  provid      I  er 
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it  mar.-  \  tion 

C  .    elusi 

>f  prer.  t   ir.  1920  th   f  ho 

rice  level   \-  I 

■er,  rould  :ld 

pronounced  rise   In  prices  the 
ill   "be  ho    say   that  th  1   of  prices 

1  not  fall; 

ft  turally  involves   noro  of   th<    ] 

do  other  kinds  of  bor  .      7  lis  form  of  credit  Has 

slovcr  to  cone   into   .  J  Ln  the  }ther  parts  of 

country.     I  t  a  sTalle,r  percentage  of  Souther  s  report 

is   type  of  credit    t  c  ijor  agricultural   regions. 

g  nay  "be  due  in  part  to    the  c.x.llur  :  "  voluntary  transfers 

of  1  nich  occur  in  t".         ]    sr  South.     Appr^xi. -lately  25  per  cent 

:    "  I       farms   in  .:  pass  by  inherit;-.".  n   in  ether 

parts  of  the  country.     Ferrer   tro-nsfers  result  in  f  erer  occasions  re- 
iring  1  '.counts  of  credit   such  as  are  represented  by  the   typical 

:gage.     However,   since  1910   the  South  has  registered  the   stcadi 
-th  in  the  U6e  of  rortgages  of  any  area,   150  per  cent  from  1910  to 
0,    20  per  cent  from  1920   to  1925,    and   5  per  cent   ft  1928. 

ie  past  year  or   two.,    however,    loans  of  imjcrtant  agencies 
ve  declined  in  the   South  in  cv  men  with  most   sections  country. 

Since   the  adoption  of  the  7ed<.  rm  Loan  Act   in  1917   the 

-    nade  relatively  greater  use  of  loans  under  'its  previsions 
than  has  any  other  section.      I       -.   -  of  t".  :t   it   is  t  re 

surprising   to   find   so-ne   communities   in   the   Snuth  where   interest  rates 

.'irst   -nor:  range   fr  ner  -  cent  to  10  or  12  per  cent. 

Sue"..  b  are  furt  -ider.ee   that  one  of  the  greatest  needs  for 

better  farm  credit  practice  is  a  mere  alert  appreciation  of  credit 
differences  in  rates  and   terns  on  the  part   ^f  farmers  th<         Lv   s. 

In  view  of  the  need  of  reorganization  of  many  southern  farms, 
:iscussed  ir.  other   sessions  of  this  conference,   greater  Ufi 
e  credit  would  be  warranted  for  the  purpose  of  enlo.rging 
•     toe   snail   for   effective  economic  units,    too   small  to  permit 
profitable  use  of   machinery,  and  too   small  to  provide  an  adequate 

standard.  The  marked  decline  in  land  prices  has  made  such  ad- 
just nents  in  farm  units  -nore  feasible  nor  than  has  been  true  for  many 
years   in  the  past.  less  the  need  for  caution  c ontinues.      7 

borrowing  li  ..it  sh     I        a    the  amount   that  can  be  carried   1 
unt   that  can  V  I    ined. 

7       necessity   -  '.  ong  vi   w    >f   .'   1  lit 

:•  when  it  is  realised  that  the  av  >rt- 

.3.  under  dobt  for  c.  peri-  pproximately  25  years. 

.-cd   toe  strongly  01  r   or.      7 

usually,  extends  for  only  a  few  years.     Aeidc  fron 

niy  about  5 
debt  gees  on.  ly  it   is  renewed  several' 


times,  and  I  \:\    -<■  .  appea  to  be  unfavorable 

date,  there  le  alv  -oubLes  or 

1920-21  and  :  all  bon 

would  permit  pract  L cable  loaning, 
of  the  loan  fun  • t_ 

able  purposes. 

Farm  Nana       C  ■ 

1  the       of  t:.  -»iem  er 

proc  Thus  Loans  to 

farmers  appears  to  be  a  credit  pro"   1  .  Sndl  Joan;;  typif     :  .1- 
volve  as  much  handling  charges       >r  loans.  The  real  Li  J    -ty 

most  such  cases,  however,  lies  deeper  than  the  credi 
itself.  Actually ,  verj  often  this  is  a  problem  ; 
The  scale  of  farm  operations  often  is  so  small  that  the  farmer's 
credit  transactions,  in  common  with  other      business,  are  condvcted 
at  a  disadvantage.  The  difficulty  of   the  undersize  farm  is  likely  to 
register  in  mortgage  credit  -lso.  The  small  a    ige  1o:jj  is  liki 
to  oe  unattractive  to  the  most  economical  sources  of  credit  so  that 
final  arrangement  is  likely  to  be  made  ?.  ..'      ..  This  Lase 
of  the  credit  problem,  therefore,  can  find  its  solution  only  i 
acquisition  of  a  larger  and  more  economic  farm  unit. 

Perhaps  the  most  vital  requirement  of  .  sod  credi*  . 
on  the  farm,  especially  whenever  the  ratio  of  debt  to  value  is 
is  concerned  with  the  relation  of  credit  cost  and  the  rate  of  f 
return.   It  is  elemental  that  an  excess  of  cost  over  ret-      *st 
tends  to  reduce  the  equity  And  eventually  to  cause  loss  of  the 
property.  Yet  this  fact  is  very  idely  -ignored  among  farmers,  and 
recent  years  have  produced  m~ny  tragic  results  in  loos  of  farms  to 
ir  owners.  The  Southeastern  St  >tes  .:;vc  had  roentaj 

of  mortgaged  farms  foreclosed  than  Las  any  other  area  of  similar  size. 

The  existence  of  an  unprofitable  ratio  of  expense  to  income 
"usually  can  be  determined  »y  a  comparison  of  f  rm  expanse  and  ret- 
over  a  short  period  of  years.  An  unfavorable  trend  be 
allowed  to  run  a  complete  course  ending  lr     Joss  03         .A 
greater  use  of  farm  accounting  sufficiently  detailed  fo  toil  :'. 
farmer  what  rate  of  return  he  is  getting  en  his  investment  is  a 
necessary  step  for  the  attainment  of  improved      credit  practice 
on  a  lar/re  part  of  the  farms  in  the  South. 

These  c?ses  illustrate  the  necessity  of  test:    roposed  credit 
operations  ~oy   the  criteria  of   best  farm  practice  in  both  its 
course  and  long  time  trends.  rested  ir  f'.r.:   credit 

should  keep  closely  in  vievr  the  results    th'€        our  coll; 
in  farj  .   gement  and  of  the  techni-cal  workers  w.lO  a* 
poor  from  the  best  far.  practices.  '~     ..  ed  to  r 

nearly  every  credit  transaction  is  in  r        .  :■  projection  into  I 
future  of  some  planpf     operations. 

The  credit  risk  over  ?.  lar     rt  of  the  South  is        iy 
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in:     i  by  the  continued  reliance  upon  a  single  crop.   Supporters 
of  •     ne-crop  policy  h\ve  baaed  thoir  position  upon  the  belief 

..e  long  run  concentration  upon  the  crop  which  could  bo  grown 
best  was  the  most  profitable.  The  past  seise     rover ,       lin 
demonc       lo  necessity  of  at  least  one  important  qualification  of 
such  o  program,  jne  crop  production  plan  raust  be 

suffi        profitable  to  provide  an  adequate  reserve  of  money  and 
pplles  against  occasional  years  v      5  use  of  lack  of  rain  fall  or 
.jr  cause  the  crop  income  f«ll8.   This  moans  that  production  in 
many  such  areas  must  be  reorganized  on  ?.  moro  extensive  scc.lc  so  t 
by  means  of  larger  production  of  the  a  mo  crop  or  by  addition  of  other 
crops  or  livestock  production,  bol     ^s  and  aet  farm  income  will  be 
incr-_  &sed;   T^.ere  is  continued  operation  of  groat  numb  era  of  f 

aera  and  tenants  in  the  South  at  the  very  margin  of  economic  survival 
.rs.   I        -.rs  because  of  no  reserves  the  fa- 
operations  ?re  crippled  and  tl  Lf  is  reduced  to  want  and 
distress.   This  cannot  be  reconciled  with  ^ood  fjam 
therefore  cannot  form  the  basis  oJ     .iequate  system  of  far.?,  credit 
as  lonf.  as  this  condition  continue  . 

Farm  Credit  and  the  Country  Ban] 

The  principal  link  which  connocts  the  f     with  the  outer 
v/orld  of  credit  and  financo  is  the  country  bank.  This  remains  true 
dospite  the  fact  that  during  the  oast  decade  great  numbers  of  these 

•  itutions  have  proved  to  have  been  not  strongly  enough  established 
to  wit.        a  stress  in  long  credit  experience  and  have  failed. 
These  diff icirlties  illustrate  one  of  the  most  serious  loiog  time  drngers 
in  the  use  of  credit.   The  ^Tcat  majority  of  the  banks  operating 
the  South  In  1920  had  been  formed  during  the  long  period  of  rising 
prices  from  IS96  to  1^20.   These  banks  erne  into  existence  and  -*ad 
their  entire  experience  in  a  period  i..  which  the  1  luc  of  the  assets 
on  which  they  loaned  money  was  generally  groat or  oach  year  than  the 
year  ocfore.  Bccauso  of  generally  advancing  prices  from  I696  to  1920 
value  of  the  farmer's  products  proved  to  bo  increa:       .pie 
ins  of  payment.  Moreover,  the  land  itself,  in    Lch  farm  the     er 
had  three  quarters  of  his  capital,  annually  increased  in  value,  could 
readily  je  sold,  and  came  to  be  viewed  as  acceptable  security.   It  was 
st  common  form  of  investment  for  surplus  funds.  Banks  had  little 
difficulty  with  collections.  Depositors  acquired  growing  confidence, 
Loans  were  readily  obtainable. 

Events  since  1920  Lave  shown  that  this  set  of  conditions  provided 
an  unsafe  trai  ling  for  a  generation  of  credit  ■•-•ting  the 

ig  problems  which  Appeared  during  the  past  decade,  a  period  in 
Lch  values  v.ere  declining  and  conditions  were  generally  reversed. 
tct  that  approximately  80  per  cent  of  the  bun     c  survived  t. 
extraordinary  Btrain  of  recent  years  is  a  trioute  to  the  capacity  ?nd   ' 
persistence  of  ereat  numoers  of  bankers. 

••.ct  remains,  however,  that  the  epidemic  of        luroa 
shown  that  the      tial  institutions       country  districts 
irly  unprepared  to  meet  t..  Lch  their  position 
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Btrictt 
occurred  it  tuvs  - 

Bource  - 

unden 

-...cr'  b  depo8J  ts  Lly  ja 

lout,  and  often  no  other  readily  wail 
was  to  bv       :   f?.ct  that  1 

that  tho  probl  -...   is  yot  to  be  boIv 

rhor     >t  be  a  bat isf actor 
biafact       3a  of  f  r...  pc6nomy  in  the  5  I   ..*  LI  I     pre 
facilities  available  to  bhe   ■  •  ...-■r  w  ic'.  provide  -idoqu  be  crodit  for 
all  le        ooda   Ld  a  pafe  place  for  tho  depoeit  r--   fund  . 

Llitiea  must  continue  tr  be  availablo  rogardlo8a  of  ?.       iluro 
in  the  previous  year,  or  a,  run  on  the  b.tnk  bj 

and  despite  price  changes.  In  othor  words,  t  lauat 

be  of  auch  type  and     ;cment  aa  to  rise  abovo  the  local  limitationa 
and  ga  rd  ag  dnat  economic  dang  or  a  •:;  Ac  . 

and  capacity  of  moat  institutions  servi  r  in  tho  past.   To 

accompliBh  t:.is  pcxpose  it  may  b(         -  it    re  will  alao     to 
be  set  u]    •  criteria  of  aafety  for  loana. 

Because  of  the  limitationa  of  local  i..stitutions  and  int 
ructions  in  service,  the  farmere  of  many  C03munitie8  have  found 
selves  effectually  cut  off  fro:-:  contact  with  the  mon 
country  for  considerable  periods.   I:  the  failure  c; 
recent  years  farmers  have  been  the  chiei         .   The  fact  t. 
the  bank's  failure     iave  been  partly  due  to  an  overextension  of 
fare  credit,  has  not  softened  the  blow  to  the  agricultural  community 
when  failure  c?r.e.   It  is  hlglfLy  essential  that  the  farcer  should 
have  ready  contact  with  central  reservoirs  of  crodit  at  all  times. 
The  kind  >f  institution  which  is  to  replace  the  local  failed  bank  ic 
therefore  of  prime  interest  to  the  farcer  customer. 

Farmers  Should  Demand  Better  Banks  in  Future 

Gradually  these  fail      :s  will  be  replaced.   The  fanner 
ahould  take  some  responsibility  for  seeing  that  the  new  bank! 
facilities  offered  hia  do  not  contain  the  defects  which  brouj  .   out 
or  permitted  tho  downfall  of  the  old  lnatitutiona.  Z':. 

..  at  BtfUce  in  thia  matter.  He  a   not  provide  the  principal  capil 
for  the  barf:,  though  many  farmers  are  substantial  stockholders      tka. 
Very  often  it  will  be  the  f    r'a  deposits,  however,  which      Lt 
possible  for  the  bank  to  operate,  n      I  tereat  ho  p.^s  on  loana 
Lch  permits  the  Jank  to  make  :•.  profit,  Hl.csc   interests  of  depositor 
borrower  make  the  public  resr     Lli.ty  of  priv  be" 
If  the  banh  that  failed  is  replaced  'oy  .r  no  at  tter 

1  its  customers  will  patronize  it  with  the 
did  the  old  one.  If  the  sise  of  the  c<     by  or  the  he 

business  org  uiization  does  not    .  I    .   .  . 

forr..ed  the  defective  barf  .   continue  to  monopolize  t.         I  th 
no  £.ood  alternative  available  to  the  farmer.  Unlike  t3     ropoli 
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cc  -i  is  r.o  etr< 

lets.   h  "..a  future  should  therefore  be  so  or- 

.ized  a  .icos  n 

ad  of  then.  It  is  unforl  r's 

bi   ..  •    Li  ;•       fecttve  facilities.  The  b- 
-Id  oc     to  fit  the  i     "  ■  I  BBS,  not  "  33  to 

. 

its  foi     ar        it  b  e 
aot  too  la:  e  .  proportion  of  -::scts  should  be  placed  in  one 

community.  I   Southor tea        told  that       id 

production  and  his  assets.  Wo  have  Been  that  the  only 

conditio.   i  ar  vrdc  .  he  cay  Bafely  disregard  that  policy  is  by  t 
accumulation  of  reserves.  Shore  is  ever.  stronger  reason  thai 

-     .    I  rersify  its  resources.  For  not  only 
oes  it  have  the  responsibility  of  continuous  service  for  a  -     Lty 
of  people  -.vi.o  may  become  subject  to  a  common  calamity  but  it  has  the 
responsibility  for  keep:     tact  the  reserves  which      r.x-r  lias 
provided  against  Buch  emergencies.   I  a  cost  opportune  tlmo  for  the 
farmer  to  interest  '.  lmself  In  thia  matter  is  the  present  while  the 

ig  situation  is  disor,  lessons  of  recent  failures 

are  clearly  in  mind,  and      there  is  time  to  apply  construct; 
measures. 

ri cultural  Credit  Corporations 

The  Federal  Interred!  to  credit  b  ales  were  desi     bo  suprl 
ercial  necessary  by  rediscount  in^s  for  designated 

classes  of  agencies.  We  appear  to  be  still  in  the  .ta- 

tion  with  regard  to  determining  the  place  in  a  ays  tec  of  prod\iction 
crL      ich  is  to  be  occupied  by  discounting  with  the 

Federal  i     diate  credit  bants.  In  practice      discounting 
operations  h  ve  encountered  a  number  of  ojstacles.  Various  reasons 

•ve.;  in  ex  pi    ion  of  the  Halted  operations.  Amon     se, 
are  narrowness  of  the  operating    ■  In  permitted,  in  view  of      i  sk 
of  the  loans,  especially  in  one-crop  areas.  1  ia  1      ,  it  is  claimed, 
has  made  private  capital  reluctant  to  enter  t  .  rs 

often  aro  unable  to  provide  the  capital.  In  other  cases  farmers  appear 
to  h    sen  slow  in  assuming  the  initiative  in  undertaking  organization 
Oj  credit  corporation:;.   I.  sonic  cases,  the  recognition  of  the  emerges 
char  cter  of  the  situation  which  lias  given  rise  to  their  formation  ac 
less  has  retarded  actio:.  ation, 

During  1930  the  movement  toward  cooperative  enterprise  and  the 
utilization  of  Federal  financing  facilities  received  an  unusual  stimulus. 
Nevertheless ,  the  suspension  of  over  1,300  banks  dr..  :  ;ub- 

al  reduction  of  the  resources  of  ...nay  others,  mostly  in  t.     :i- 
-s  been  followed  oy   th       ion  of  only  sixty  agri- 
tural  credit  corporations,  and  9  livestock  loan  associations.   7 
would  seom  to  indicate  that  we  i.ave  not   I  forked  out  any  ready  trans- 
itir  iluro  of  established  credit  agencies  is 

followed  '      assumption  of  their  ries  discount  - 

'    :  '    •  I  ate  credit  ", 
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.  oting  issociation  t  for 

-  favor  successful  op.      .  .'" 
opportunity  of       field  con         -o  lov. 
of  having  first     s  to  t!       t  at  the  ti...c  - 
more,  the  volume  of  operations  possible  through  such 

parci  I  lower  I  >BBiblc 

wise. 

0.-.  the  of... or  Land  boo  •  - 

are  scattered,  special  field  supervisors  day  entail     It  cost  as 
great  as  for  other  credit  c  .   If  credit  is  use  ec- 

t  for  oot        hers,  gains  in  t  .is  respect  ctay  jc  offset  "by 
losses  occasioned  by  poorer  risks* 

Experience  to  date  has  beon  that  whenever  the  objectives  of 
l?r;:er  membership  or  greater  volume  of  product.  loyed  t 

inducement  of  credit  3ervico  to  n  extent  not  warrant od  .. 
individual  credit  risk  the  resultirig  consequences  :*avo  Lad  doubtful 
value . 

Thus  in  this  cT.se  also  a  clear  distinction  is  needed  as  to  I 
limitations  and  legitimate  functions  of  credit.  As  long  °s  advances 
are  made  to  such  individuals  and  in  such  amounts  as  offer  assurance  of 
repayment  they  represent  anticipations  of  future  business  consummations 
of  a  self  liquidating  nature.  Whenever  credit  extension  exceeds  these 
conditions  they  be cone  potential  sources  of  difficulty  and  loss  for 
"borrower  and  lender,  and  it  matters  not  what  the  lending  agency      e, 
whether  individual ,  bank,  or  cooperative,  the  unwise  nature  of  the 
transaction  will  eventually  assert  itself  as  well  as  the  fact  that  on 
a  long  tern  basis  such  credit  operations  cannot  be  carried  on. 

CONCLUSIONS 

In  conclusion,  wo  need  to  romind  ourselves  occasionally  that 
there  is  no  magic  in  credit.  What  is  borrowod  crust  be  paid  back  with 
interest.   The  extension  of  the  torn  of  credit  does  not  change  the so 
facts,  though  extension  nay  even  heighten  the  difficulty  of  carry i. 
out  the  credit  contract.   The  experiences  of  the  past  decade  of  de- 
clining prices  has  provided  one  of  the  :.:ost  forceful  illustrations  of 
this  fact  in  our  history  by  bringing  about  credit  distress  fatal  to 
-  individual  fare  enterprises  and  to  fare  credit  institutions. 

Basically,  the  enterprise  to  be  fii        bodies  the  real 
problem  in  farm  credit.   The  accurate  calculation  of  the  profitable- 
ness and  feasibility  of  the  under       I    ..e  first  responsibility 
of  Joth  borror.er  and  leader.  Accordingly,  I 

tion  of  the  farm  production  unit  often  is  of  greater  importance  *  uq 
additional  credit  on  the  axistixu    sis. 

Inseparable  fror.  all  credit  operations  is  th  -  who  is 

to  use  the  borrowed  capital  and  be  responsible  for  the  quality  of  its 
gement.  Great  numbers  of  farmers  do  not  figure  closely  enough  on 
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for  ial  g| J 

savir.js   *.rc  possible  fro:-  choosi"  *  ilrcea  of  borrovi.  -  frou  ; 

a  practicable  decree  1  ios         1 

found  to  ippro:  it  of  t"..  \ 

'         .  t  wort    .  S| — j 

< 

la  order  that  the  fai  ..cccss-  to 

.is  fi-  intelligently  there   is  nood  of  furt.  ^5 

othoi  representative  loc\l    .reas  -via"  on  a  wider 
8c\le.      It    is  not  t..  t    juc'..  inqv.iri  old  f:  source,  |h 

itl  ,  it,    bora  •  1  tc  X,'..  'it   usod, 

thou  h  •  .^se  points  c  iteruinod     itl.  precision  and  clarity  of 

I  .     investigator  oast   also  find  out  why   i     i  >f  credit 

is    ..        )r  low  in  cost,  under  what  conditions  the  supply  of 

credit  -ted  to  bo  scarce  or  abundant,   why  farcers  cc 

to  use  less  desirable  forus  of  credit  and  to  follow  other  uneconomical 
credit  practice  just  what  c  B   are  across-:*;-  to  brij  >ut 

One   pi  it  vital  problems  to  Southern  farmers  dur 

.:t  fev/  -xars  will  be  tl.e  establishment  cr  reorganisation  of  br»aks 
co.  tinuous   service  to  a   ri  rulture  rid  be  sound.      I 

far..er   as   a  depositqr,   borrover  and   or.e  who  haz«C3sSn     an  Lapcr*  irt 

of  .  1  .ess  operations  or.  the  stability  of  the  boni:,   oho  hi 

articulate  :.  auate  f inane  tutions. 

iccecplishnent  of  these  objectives  ?11  people  interested 
riculture  should  Lave  a  part.      T-.is  i3  the  ...ost   opportune  time  in 
sneratlon  to  ....ahe  inprpveoents  In  the  credit  practices  of  far.-.ers 
and  faro  credit  facilities   in  the  South.     Efforts  to  improve  these 
tures  should  for:.:    ui  integral  part  of  reorganised  production  tar. 
...  for  the  South i  mere. 


******** 
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